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Title  24 — Housing  and  Urban 
Development 

CHAPTER  II— OFFICE  OF  ASSISTANT 
SECRETARY  FOR  HOUSING— FED¬ 
ERAL  HOUSING  COMMISSIONER 

SUBCHAPTER  B— MORTGAGE  AND  LOAN  IN¬ 
SURANCE  PROGRAMS  UNDER  THE  NATION¬ 
AL  HOUSING  ACT 

[Docket  No.  R-79-G15] 

Amendments  to  Parts  207,  213,  220, 
221,  227,  231,  232,  234,  236,  241, 
242,  and  244  To  Permit  Insurance 
of  Advances  for  Building  Compo¬ 
nents  Stored  Off-Site 

AGENCY:  Department  of  Housing 
and  Urban  Development. 

ACTION:  Interim  rule. 

SUMMARY:  The  amendments  will 
permit  HUD  to  insure  advances  of 
mortgage  proceeds  to  cover  the  cost  of 
large  building  components,  or  compo¬ 
nents  subject  to  weather  damage  if 
stored  on-site,  specifically  manufac¬ 
tured  or  pre-assernbled  for  an  insured 
project,  but  stored  off-site.  The 
amendments  implement  Section  525  of 
the  National  Housing  Act. 

EFFECTIVE  DATE:  February  27, 

1979. 

COMMENTS  DUE:  April  9,  1979. 

ADDRESSES:  All  materials  which 
persons  wish  to  submit  should  refer  to 
the  above  docket  number  and  title  and 
be  sent  to  the  Rules  Docket  Clerk, 
Office  of  the  General  Counsel,  Room 
5218,  Department  of  Housing  and 
Urban  Development,  451  7th  Street, 
SW.,  Washington,  D.C.  20410.  Copies 
of  the  comments  submitted  will  be 
available  at  this  address  for  public  in¬ 
spection  during  business  hours. 

FOR  FURTHER  INFORMATION 
CONTACT: 

John  J.  Collins,  Chief,  Programs 
Branch,  Multifamily  Mortgage  In¬ 
surance  Division,  Department  of 
Housing  and  Urban  Development, 
Washington,  D.C.  20410;  (202)  755- 
9280. 

SUPPLEMENTARY  INFORMATION: 
This  new  insured  advance  procedure 
for  components  stored  off-site  will 
benefit  manufacturers  of  eligible 
building  components  because  it  will 
enable  them  to  receive  payment  for 
their  products  on  completion,  rather 
than  having  to  wait  until  the  compo¬ 
nent  is  at  the  building  site.  The  proce¬ 
dure  will  encourage  utilization  of  in¬ 
dustrialized  housing  technology  which 
will  reduce  costs,  thereby  benefiting 
the  ultimate  consumer. 
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A  Finding  of  Inapplicability  respect¬ 
ing  the  National  Environmental  Policy 
Act  of  1969  has  been  made  in  accord¬ 
ance  with  HUD  procedures.  A  copy  of 
this  Finding  of  Inapplicability  will  be 
available  for  public  inspection  during 
regular  hours  in  the  Office  of  the 
Rules  Docket  Clerk  at  the  above  ad¬ 
dress. 

The  Secretary  has  determined  that 
these  regulations  are  necessary  to 
carry  out  the  purposes  and  intent  of 
Section  525  of  the  National  Housing 
Act.  They  are  beneficial  to  the  public 
in  that  they  provide  a  HUD  procedure 
for  insuring  advances  for  components 
stored  off-site  which  is  not  now  availa¬ 
ble. 

Currently  builders  of  components 
must  wait  until  components  are 
shipped  to  the  building  site  before  re¬ 
ceiving  payment.  However,  shipment  is 
often  delayed,  usually  because  there  is 
no  room  for  storage  at  the  site,  or  to 
avoid  the  risk  of  damage  if  the  compo¬ 
nent  will  have  to  be  stored  on  site  for 
a  lengthy  period.  The  result  has  been 
delay  in  the  construction  of  multifam¬ 
ily  housing,  including  Section  8  low 
income  housing.  Accordingly,  the  Sec¬ 
retary  has  determined  that  notice  and 
public  procedure  with  respect  to  this 
regulation  are  contrary  to  the  public 
interest,  and  that  good  cause  exists  for 
making  this  regulation  effective. 

Accordingly,  Parts  2<*>7,  2)3.  221,  232. 
241,  242,  and  244  are  amended  as 
shown  below.  Parts  220  227,  231,  and 
234  are  amended  by  references  incor¬ 
porating  §§  207.19a  and  207.258.  For 
eligibility,  Part  236  is  amended  by  ref¬ 
erence  incorporating  §  221.541a.  With 
respect  to  contract  rights  and  obliga¬ 
tions  only,  Paris  213,  221,  232,  236, 
241,  242,  and  244  are  amended  by  ref¬ 
erences  incorporating  §  207.258. 

PART  207— MULTIFAMILY  HOUSING 
MORTGAGE  INSURANCE 

Subpart  A — Eligibility  Requirements 

1.  The  Table  of  Contents  is  amended 
to  include  a  new  section  numbered 
207.19a  to  read  as  follows: 

207.19a  Insured  advances  for  building 
components  stored  off-site. 

2.  The  following  new  section  is 
added  and  designated  as  §  207.19a. 

§  207.19a  Insured  advances  for  building 
components  stored  off-site. 

(a)  Building  components.  In  insured 
advances  for  building  components 
stored  off-site,  the  term  building  com¬ 
ponent  shall  mean  any  manufactured 
or  pre-assembled  part  of  a  structure 
which  the  Commissioner  has  specifi¬ 
cally  identified  for  incorporation  into 
the  property  and  has  designated  for 
off-site  storage  because  it  is  of  such 
size  or  weight  that  (1)  storage  of  the 
number  of  components  required  for 


timely  construction  progress  at  the 
construction  site  is  impractical,  or  (2) 
wreather  damage  or  other  adverse  con¬ 
ditions  prevailing  at  the  construction 
site  would  make  storage  at  the  site  im¬ 
practical  or  unduly  costly. 

(b)  Storage.  (1)  An  insured  advance 
may  be  made  for  up  to  90  percent  of 
the  aggregate  cost  of  a  building  com¬ 
ponent  stored  off-site  if  the  compo¬ 
nent  is  stored  at  a  location  approved 
by  the  mortgagee  and  the  Commis¬ 
sioner  which  is  either:  (i)  Under  the 
control  of  a  bonded  warehouseman  at 
the  factory  production  site;  or  (ii) 
under  the  control  of  a  bonded  ware¬ 
houseman  at  some  site  other  than  the 
factory  production  site.  Aggregate  cost 
may  include  storage  cost,  insurance 
while  in  storage  and  freight  to  the 
construction  site.  A  bended  ware¬ 
houseman  is  a  person  engaged  in  the 
business  of  storing  goods  c.n  premises 
provided  by  him  or  some  other  person. 
In  either  situation,  the  bonded  ware¬ 
houseman,  before  any  building  compo¬ 
nents  can  be  delivered  to  the  ware¬ 
house,  must  provide  a  bond  to  the 
mortgagor  and  mortgagee  covering 
them  against  loss  occurring  while  the 
building  components  are  under  the 
control  of  the  warehouseman. 

(2)  Each  building  component  shall 
be  adequately  marked  so  as  to  be  read¬ 
ily  identifiable  in  the  inventory  of  the 
off-site  location.  It  shall  be  kept  to¬ 
gether  with  all  other  building  compo¬ 
nents  of  the  same  manufacturer  in¬ 
tended  for  use  in  the  same  project  for 
which  insured  advances  have  been 
made  and  separate  and  apart  from 
similar  units  net  fer  use  in  the  project. 

(3)  Storage  costs,  if  any,  shall  be 
borne  by  the  contractor. 

(c)  Responsibility  for  transportation, 
storage,  and  insurance  of  off/site 
building  components.  (1)  The  general 
contractor  will  enter  into  an  agree¬ 
ment  with  the  manufacturer  of  the 
building  component  which  shall  pro¬ 
vide  that  the  manufacturer  shall  be 
responsible  for  the  delivery  of  the 
components  to  the  predetermined 
storage  site  in  accord  with  an  ap¬ 
proved  delivery  schedule  and  shall 
agree  to:  (i)  Prepay  freight  charges 
from  the  production  site  to  the  stor¬ 
age  site:  (ii)  insure  the  components 
during  shipping  to  the  storage  site; 

(iii)  deliver  the  components  to  the  car¬ 
rier  properly  packed  for  shipment:  and 

(iv)  prepare  and  deliver  itemized  in¬ 
voices,  shipping  documents,  warehouse 
receipts  and  bills  of  sale  for  the  com¬ 
ponents  to  the  mortgagor.  (2)  The 
general  contractor  of  the  insured 
mortgaged  project  shall  have  the  re¬ 
sponsibility  for  (i)  insuring  the  compo¬ 
nents  in  the  name  of  the  mortgagor 
while  in  storage;  (ii)  delivering,  or  con¬ 
tracting  for  the  delivery  of  the  compo¬ 
nents  to  the  construction  site,  includ¬ 
ing  payment  of  freight. 
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(d)  Advances.  (1)  Before  an  advance 
for  a  building  component  stored  off¬ 
site  is  insured:  (i)  The  mortgagor  shall 
(A)  obtain  a  bill  of  sale  for  the  compo¬ 
nent,  (B)  give  the  mortgagee  a  security 
agreement,  and  (C)  file  a  financing 
statement  in  accordance  with  the  Uni¬ 
form  Commercial  Code,  and  (ii)  the 
mortgagee  shall  warrant  to  the  Com¬ 
missioner  that  the  security  instru¬ 
ments  are  a  first  lien  on  the  building 
components  covered  by  the  instru¬ 
ments  except  for  such  other  liens  or 
encumbrances  as  may  be  approved  by 
the  Commissioner. 

(2)  Before  each  advance  for  building 
components  stored  off-site  is  insured, 
the  mortgagor’s  architect  shall  certify 
to  the  Commissioner  that  the  compo¬ 
nents,  in  their  intended  use,  comply 
with  HUD-approved  contract  plans 
and  specifications.  Under  those  cir¬ 
cumstances  permitted  by  the  Commis¬ 
sioner  in  which  there  is  no  architect, 
compliance  with  the  HUD-approved 
contract  plans  and  specifications  shall 
be  determined  by  the  Commissioner. 

(3)  Advances  may  be  made  only  for 
components  stored  off-site  in  a  quanti¬ 
ty  required  to  permit  uninterrupted 
installation  at  the  site,  but  in  no  event 
may  advances  be  made  for  components 
which  are  put  into  storage  more  than 
six  months  in  advance  of  the  time 
they  are  scheduled  for  incorporation 
into  the  project  structure. 

(4)  At  no  time  shall  the  aggregate 
cost  of  building  components  being 
stored  off-site,  for  which  advances 
have  been  insured,  represent  more 
than  25  percent  of  the  total  estimated 
construction  costs  for  the  insured 
mortgaged  project  as  specified  in  the 
construction  contract. 

(5)  No  single  advance  which  is  to  be 
insured  shall  be  in  an  amount  less 
than  ten  thousand  ($10,000)  dollars. 

(6)  Insurance  of  advances  for  compo¬ 
nents  stored  off-site  may  be  author¬ 
ized  only  when  the  total  cost  of  devel¬ 
opment,  including  use  of  the  off-site 
storage  procedure  and  costs  appurte¬ 
nant  to  that  procedure,  do  not  exceed 
total  development  cost  under  conven¬ 
tional  construction  procedures  as  de¬ 
termined  by  the  Commissioner. 

•  *  •  •  *  * 

Subpart  B — Contract  Rights  and  Obligations 

3.  Section  207.258  is  amended  by  re¬ 
vising  paragraph  (b),  adding  a  new 
paragraph  (b)(3),  and  redesignating 
the  existing  paragraphs  (b)(3)  and 

(b)(4)  as  (b)(4)  and  (b)(5),  respectively, 
as  follows: 

§  207.258  Insurance  claim  requirement. 

*  *  •  •  • 

(b)  Assignment  of  mortgage  to  Com¬ 
missioner.  If  the  mortgagee  elects  to 
assign  the  mortgage  to  the  Commis¬ 


sioner,  it  shall,  at  any  time  within  30 
days  after  the  date  of  the  notice  of 
such  election,  file  its  application  for 
insurance  benefits  and  assign  to  the 
Commissioner,  in  such  manner  as  the 
Commissioner  may  require,  the  credit 
instrument(s)  and  the  realty  and  chat¬ 
tel  security  instruments.  In  addition, 
the  following  requirements  shall  be 
met: 

•  •  *  •  * 

(3)  Chattel  lien  warranty.  In  assign¬ 
ing  its  security  interest  in  chattels,  in¬ 
cluding  materials,  located  on  the 
premises  covered  by  the  mortgage,  or 
its  security  interest  in  building  compo¬ 
nents  stored  either  on-site  or  off-site 
at  the  time  of  the  assignment,  the 
mortgagee  shall  warrant  that: 

(i)  No  act  or  omission  of  the  mort¬ 
gagee  has  impaired  the  validity  or  pri¬ 
ority  of  the  lien  created  by  the  chattel 
security  instruments;  and 

(ii)  The  mortgagee  has  a  good  right 
to  assign  the  security  instruments;  and 

(iii)  The  chattel  security  instru¬ 
ments  are  a  first  lien  on  the  items  cov¬ 
ered  by  the  instruments  except  for 
such  other  liens  or  encumbrances  as 
may  be  approved  by  the  Commission¬ 
er. 

♦  •  •  •  * 


PART  213— COOPERATIVE  HOUSING 
MORTGAGE  INSURANCE 

Subport  A — Eligibility  Requirements 

4.  The  Table  of  Contents  is  amended 
to  include  a  new  section  numbered 
213.27a  to  read  as  follows: 

213.27a  Insured  advances  for  building 
components  stored  olf-site. 

5.  The  following  new  section  is 
added  and  designated  as  213.27a. 

§  213.27a  Insured  advances  for  building 
components  stored  off-site. 

(a)  Building  components.  In  insured 
advances  for  building  components 
stored  off-site,  the  term  building  com¬ 
ponent  shall  mean  any  manufactured 
or  pre-assembled  part  of  a  structure 
which  the  Commissioner  has  specifi¬ 
cally  identified  for  incorporation  into 
the  property  and  has  designated  for 
off-site  storage  because  it  is  of  such 
size  or  weight  that  (1)  storage  of  the 
number  of  components  required  for 
timely  construction  progress  at  the 
construction  site  is  impractical  or  (2) 
weather  damage  or  other  adverse  con¬ 
ditions  prevailing  at  the  construction 
site  would  make  storage  at  the  site  im¬ 
practical  or  unduly  costly. 

(b)  Storage.  (1)  An  insured  advance 
may  be  made  for  up  to  90  percent  of 
the  aggregate  cost  of  a  building  com¬ 
ponent  stored  off-site  if  the  compo¬ 
nent  is  stored  at  a  location  approved 
by  the  mortgagee  and  the  Commis¬ 


sioner  which  is  either:  (i)  Under  the 
control  of  a  bonded  warehouseman  at 
the  factory  production  site;  or  (ii) 
under  the  control  of  a  bonded  ware¬ 
houseman  at  some  site  other  than  the 
factory  production  site.  Aggregate  cost 
may  include  storage  cost,  insurance 
while  in  storage,  and  freight  to  the 
construction  site.  A  bonded  ware¬ 
houseman  is  a  person  engaged  in  the 
business  of  storing  goods  on  premises 
provided  by  him  or  some  other  person. 
In  either  situation,  the  bonded  ware¬ 
houseman,  before  any  building  compo¬ 
nents  can  be  delivered  to  the  ware¬ 
house,  must  provide  a  bond  to  the 
mortgagor  and  mortgagee  covering 
them  against  loss  occurring  while  the 
building  components  are  under  the 
control  of~  the  warehouseman. 

(2)  Each  building  component  shall 
be  adequately  marked  so  as  to  be  read¬ 
ily  identifiable  in  the  inventory  of  the 
off-site  location.  It  shall  be  kept  to¬ 
gether  with  all  other  building  compo¬ 
nents  of  the  same  manufacturer  in¬ 
tended  for  use  in  the  same  project  for 
which  insured  advances  have  been 
made  and  separate  and  apart  from 
similar  units  not  for  use  in  the  project. 

(3)  Storage  costs,  if  any,  shall  be 
borne  by  the  contractor. 

(c)  Responsibility  for  transportation, 
storage  and  insurance  of  off-site  build¬ 
ing  components.  (1)  The  general  con¬ 
tractor  will  enter  into  an  agreement 
with  the  manufacturer  of  the  building 
component  which  shall  provide  that 
the  manufacturer  shall  be  responsible 
for  the  delivery  of  the  components  to 
the  predetermined  storage  site  in 
accord  with  an  approved  delivery 
schedule  and  shall  agree  to:  (i)  Prepay 
freight  charges  from  the  production 
site  to  the  storage  site;  (ii)  insure  the 
components  during  shipping  to  the 
storage  site;  (iii)  deliver  the  compo¬ 
nents  to  the  carrier  properly  packed 
for  shipment;  and  (iv)  prepare  and  de¬ 
liver  itemized  invoices,  shipping  docu¬ 
ments,  warehouse  receipts  and  bills  of 
sale  for  the  components  to  the  mort¬ 
gagor.  (2)  The  general  contractor  of 
the  insured  mortgaged  project  shall 
have  the  responsibility  for  (i)  insuring 
the  components  in  the  name  of  the 
mortgagor  while  in  storage;  (ii)  deliv¬ 
ering,  or  contracting  for  the  delivery 
of  the  components  to  the  construction 
site,  including  payment  of  freight. 

(d)  Advances.  (1)  Before  an  advance 
for  a  building  component  stored  off¬ 
site  is  insured:  (i)  The  mortgagor  shall 
(A)  obtain  a  bill  of  sale  for  the  compo¬ 
nent,  (B)  give  the  mortgagee  a  security 
agreement,  and  (C)  file  a  financing 
statement  in  accordance  with  the  Uni¬ 
form  Commercial  Code,  and  (ii)  the 
mortgagee  shall  warrant  to  the  Com¬ 
missioner  that  the  security  instru¬ 
ments  are  a  first  lien  on  the  building 
components  covered  by  the  instru¬ 
ments  except  for  such  other  liens  or 
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encumbrances  as  may  be  approved  by 
the  Commissioner. 

(2)  Before  each  advance  for  building 
components  stored  off-site  is  insured, 
the  mortgagor’s  architect  shall  certify 
to  the  Commissioner  that  the  compo¬ 
nents,  in  their  intended  use,  comply 
with  HUD-approved  contract  plans 
and  specifications.  Under  those  cir¬ 
cumstances  permitted  by  the  Commis¬ 
sioner  in  which  there  is  no  architect, 
compliance  with  the  HUD-approved 
contract  plans  and  specifications  shall 
be  determined  by  the  Commissioner. 

(3)  Advances  may  be  made  only  for 
components  stored  off-site  in  a  quanti¬ 
ty  required  to  permit  uninterrupted 
installation  at  the  site,  but  in  no  event 
may  advances  be  made  for  components 
which  are  put  into  storage  more  than 
six  months  in  advance  of  the  time 
they  are  scheduled  for  incorporation 
into  the  project  structure. 

(4)  At  no  time  shall  the  aggregate 
cost  of  building  components  being 
stored  off-site,  for  which  advances 
have  been  insured,  represent  more 
than  25  percent  of  the  total  estimated 
construction  costs  for  the  insured 
mortgaged  project  as  specified  in  the 
construction  contract. 

(5)  No  single  advance  which  is  to  be 
insured  shall  be  in  an  amount  less 
than  ten  thousand  ($10,000)  dollars. 

(6)  Insurance  of  advances  for  compo¬ 
nents  stored  off-site  may  be  author¬ 
ized  only  when  the  total  cost  of  devel¬ 
opment,  including  use  of  the  off-site 
storage  procedure  and  costs  appurte¬ 
nant  to  that  procedure,  do  not  exceed 
total  development  cost  under  conven¬ 
tional  construction  procedures  as  de¬ 
termined  by  the  Commissioner. 

*  •  •  •  • 


PART  221—  LOW  COST  AND  MODER¬ 
ATE  INCOME  MORTGAGE  INSUR¬ 
ANCE 

Subpart  C — Eligibility  Requirements — Moderate 
Income  Projects 

6.  The  Table  of  Contents  is  amended 
to  include  a  new  section  numbered 
221.541a  to  read  as  follows: 

221.541a  Insured  advances  for  building 
components  stored  off-site. 

7.  The  following  new  section  is 
added  and  designated  as  221.541a. 

§  221.541a  Insured  advances  for  building 
components  stored  off-site. 

(a)  Building  components.  In  insured 
advances  for  building  components 
stored  off-site,  the  term  building  com¬ 
ponent  shall  mean  any  manufactured 
or  pre-assembled  part  of  a  structure 
which  the  Commissioner  has  specifi¬ 
cally  identified  for  incorporation  into 
the  property  and  has  designated  for 
off-site  storage  because  it  is  of  such 
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size  or  weight  that  (1)  storage  of  the 
number  of  components  required  for 
timely  construction  progress  at  the 
construction  site  is  impractical,  or  (2) 
weather  damage  or  other  adverse  con¬ 
ditions  prevailing  at  the  construction 
site  would  make  storage  at  the  site  im¬ 
practical  or  unduly  costly. 

(b)  Storage.  (1)  An  insured  advance 
may  be  made  for  up  to  90  percent  of 
the  aggregate  cost  of  a  building  com¬ 
ponent  stored  off-site  if  the  compo¬ 
nent  is  stored  at  a  location  approved 
by  the  mortgagee  and  the  Commis¬ 
sioner  which  is  either:  (i)  Under  the 
control  of  a  bonded  warehouseman  at 
the  factory  production  site;  or  (ii) 
under  the  control  of  a  bonded  ware¬ 
houseman  at  some  site  other  than  the 
factory  production  site.  Aggregate  cost 
may  include  storage  cost  insurance 
while  in  storage  and  freight  to  the 
construction  site.  A  bonded  ware¬ 
houseman  is  a  person  engaged  in  the 
business  of  storing  goods  on  premises 
provided  by  him  or  some  other  person. 
In  either  situation,  the  bonded  ware¬ 
houseman,  before  any  building  compo¬ 
nents  can  be  delivered  to  the  ware¬ 
house,  must  provide  a  bond  to  the 
mortgagor  and  mortgagee  covering 
them  against  loss  occurring  while  the 
building  components  are  under  the 
control  of  the  warehouseman. 

(2)  Each  building  component  shall 
be  adequately  marked  so  as  to  be  read¬ 
ily  identifiable  in  the  inventory  of  the 
off-site  location.  It  shall  be  kept  to¬ 
gether  with  all  other  building  compo¬ 
nents  of  the  same  manufacturer  in¬ 
tended  for  use  in  the  same  project  for 
which  insured  advances  have  been 
made  and  separate  and  apart  from 
similar  units  not  for  use  in  the  project. 

(3)  Storage  costs,  if  any,  shall  be 
borne  by  the  contractor. 

(c)  Responsibility  for  transportation, 
storage  and  insurance  of  off-site  build¬ 
ing  components.  (1)  The  general  con¬ 
tractor  will  enter  into  an  agreement 
with  the  manufacturer  of  the  building 
component  which  shall  provide  that 
the  manufacturer  shall  be  responsible 
for  the  delivery  of  the  components  to 
the  predetermined  storage  site  in 
accord  with  an  approved  delivery 
schedule  and  shall  agree  to:  (i)  Prepay 
freight  charges  from  the  production 
site  to  the  storage  site;  (ii)  insure  the 
components  during  shipping  to  the 
storage  site;  (iii)  deliver  the  compo¬ 
nents  to  the  carrier  properly  packed 
for  shipment;  and  (iv)  prepare  and  de¬ 
liver  itemized  invoices,  shipping  docu¬ 
ments,  warehouse  receipts  and  bills  of 
sale  for  the  components  to  the  mort¬ 
gagor.  (2)  The  general  contractor  of 
the  insured  mortgaged  project  shall 
have  the  responsibility  for  (i)  insuring 
the  components  in  the  name  of  the 
mortgagor  while  in  storage;  (ii)  deli¬ 
vering,  or  contracting  for  the  delivery 


of  the  components  to  the  construction 
site,  including  payment  of  freight. 

(d)  Advances.  (1)  Before  an  advance 
for  a  building  component  stored  off¬ 
site  is  insured:  (i)  The  mortgagor  shall 
(A)  obtain  a  bill  of  sale  for  the  compo¬ 
nent,  (B)  give  the  mortgagee  a  security 
agreement,  and  (C)  file  a  financing 
statement  in  accordance  with  the  Uni¬ 
form  Commercial  Code,  and  (ii)  the 
mortgagee  shall  warrant  to  the  Com¬ 
missioner  that  the  security  instru¬ 
ments  are  a  first  lien  on  the  building 
components  covered  by  the  instru¬ 
ments  except  for  such  other  liens  or 
encumbrances  as  may  be  approved  by 
the  Commissioner. 

(2)  Before  each  advance  for  building 
components  stored  off-site  is  insured, 
the  mortgagor’s  architect  shall  certify 
to  the  Commissioner  that  the  compo¬ 
nents,  in  their  intended  use,  comply 
with  HUD-approved  contract  plans 
and  specifications.  Under  those  cir¬ 
cumstances  permitted  by  the  Commis¬ 
sioner  in  which  there  is  no  architect, 
compliance  with  the  HUD-approved 
contract  plans  and  specifications  shall 
be  determined  by  the  Commissioner. 

(3)  Advances  may  be  made  only  for 
components  stored  off-site  in  a  quanti¬ 
ty  required  to  permit  uninterrupted 
installation  at  the  site,  but  in  no  event 
may  advances  be  made  for  components 
which  are  put  into  storage  more  than 
six  months  in  advance  of  the  time 
they  are  scheduled  for  incorporation 
into  the  project  structure. 

(4)  At  no  time  shall  the  aggregate 
cost  of  building  components  being 
stored  off-site,  for  which  advances 
have  been  insured,  represent  more 
than  25  percent  of  the  total  estimated 
construction  costs  for  the  insured 
mortgaged  project  as  specified  in  the 
construction  contract. 

(5)  No  single  advance  which  is  to  be 
insured  shall  be  in  an  amount  less 
than  ten  thousand  ($10,000)  dollars. 

(6)  Insurance  of  advances  for  compo¬ 
nents  stored  off-site  may  be  author¬ 
ized  only  when  the  total  cost  of  devel¬ 
opment,  including  use  of  the  off-site 
storage  procedure  and  costs  appurte¬ 
nant  to  that  procedure,  do  not  exceed 
total  development  cost  under  conven¬ 
tional  construction  procedures  as  de¬ 
termined  by  the  Commissioner. 


PART  232— NURSING  HOMES  AND 
INTERMEDIATE  CARE  FACILITIES 
MORTGAGE  INSURANCE 

Subpart  A — Eligibility  Requirements 

8.  The  Table  of  Contents  is  amended 
to  include  a  new  section  numbered 
232.57  to  read  as  follows: 

232.57  Insured  advances  for  building  com¬ 
ponents  stored  off -site. 

9.  The  following  new  section  is 
added  and  designated  as  232.57. 
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§  232.57  Insured  advances  for  building 
components  stored  off-site. 

(a)  Building  components.  In  insured 
advances  for  building  components 
stored  off-site,  the  term  building  com¬ 
ponent  shall  mean  any  manufactured 
or  pre-assembled  part  of  a  structure 
which  the  Commissioner  has  specifi¬ 
cally  identified  for  incorporation  into 
the  property  and  has  designated  for 
off-site  storage  because  it  is  of  such 
size  or  weight  that  (1)  storage  of  the 
number  of  components  required  for 
timely  construction  progress  at  the 
construction  site  is  impractical,  or  (2) 
weather  damage  or  other  adverse  con¬ 
ditions  prevailing  at  the  construction 
site  would  make  storage  at  the  site  im¬ 
practical  or  unduly  costly. 

(b)  Storage.  (1)  An  insured  advance 
may  be  made  for  up  to  90  percent  of 
the  aggregate  cost  of  a  building  com¬ 
ponent  stored  off-site  if  the  compo¬ 
nent  is  stored  at  4a  location  approved 
by  the  mortgagee  and  the  Commis¬ 
sioner  which  is  either:  (i)  Under  the 
control  of  a  bonded  warehouseman  at 
the  factory  production  site;  or  (ii) 
under  the  control  of  a  bonded  ware¬ 
houseman  at  some  site  other  than  the 
factory  production  site.  Aggregate  cost 
may  include  storage  cost,  insurance 
while  in  storage,  and  freight  to  the 
construction  site.  A  bonded  ware¬ 
houseman  is  a  person  engaged  in  the 
business  of  storing  goods  on  premises 
provided  by  him  or  some  other  person. 
In  either  situation,  the  bonded  ware¬ 
houseman,  before  any  building  compo¬ 
nents  can  be  delivered  to  the  ware¬ 
house,  must  provide  a  bond  to  the 
mortgagor  and  mortgagee  covering 
thema gainst  loss  occurring  while  the 
bulfflng  components  are  under  the 
control  of  the  warehouseman. 

(2)  Each  building  component  shall 
be  adequately  marked  so  as  to  be  read¬ 
ily  identifiable  in  the  inventory  of  the 
off-site  location.  It  shall  be  kept  to¬ 
gether  with  all  other  building  compo¬ 
nents  of  the  same  manufacturer  in¬ 
tended  for  use  in  the  same  project  for 
which  insured  advances  have  been 
made  and  separate  and  apart  from 
similar  units  not  for  use  in  the  project. 

(3)  Storage  costs,  if  any,  shall  be. 
borne  by  the  contractor. 

(c)  Responsibility  for  transportation, 
storage  and  insurance  of  off-site  build¬ 
ing  components.  (1)  The  general  con¬ 
tractor  will  enter  into  an  agreement 
with  the  manufacturer  of  the  building 
component  which  shall  provide  that 
the  manufacturer  shall  be  responsible 
for  the  delivery  of  the  components  to 
the  predetermined  storage  site  in 
accord  with  an  approved  delivery 
schedule  and  shall  agree  to:  (i)  Prepay 
freight  charges  from  the  production 
site  to  the  storage  site;  (ii)  insure  the 
components  during  shipping  to  the 
storage  site;  (iii)  deliver  the  compo¬ 
nents  to  the  carrier  properly  packed 
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for  shipment;  and  (iv)  prepare  and  de¬ 
liver  itemized  invoices,  shipping  docu¬ 
ments,  warehouse  receipts  and  bills  of 
sale  for  the  components  to  the  mort¬ 
gagor.  (2)  The  general  contractor  of 
the  insured  mortgaged  project  shall 
have  the  responsibility  for  (i)  insuring 
the  components  in  the  name  of  the 
mortgagor  while  in  storage;  (ii)  deli¬ 
vering,  or  contracting  for  the  delivery 
of  the  components  to  the  construction 
site,  including  payment  of  freight. 

(d)  Advances.  (1)  Before  an  advance 
for  a  building  component  stored  off¬ 
site  is  insured:  (i)  The  mortgagor  shall 
(A)  obtain  a  bill  of  sale  for  the  compo¬ 
nent,  (B)  give  the  mortgagee  a  security 
agreement,  and  (C)  file  a  financing 
statement  in  accordance  with  the  Uni¬ 
form  Commercial  Code,  and  (ii)  the 
mortgagee  shall  warrant  to  the  Com¬ 
missioner  that  the  security  instru¬ 
ments  are  a  first  lien  on  the  building 
components  covered  by  the  instru¬ 
ments  except  for  such  other  liens  or 
encumbrances  as  may  be  approved  by 
the  Commissioner. 

(2)  Before  each  advance  for  building 
components  stored  off-site  is  insured, 
the  mortgagor’s  architect  shall  certify 
to  the  Commissioner  that  the  compo¬ 
nents,  in  their  intended  use,  comply 
with  HUD-approved  contract  plans 
and  specifications.  Under  those  cir¬ 
cumstances  permitted  by  the  Commis¬ 
sioner  Ip  which  there  is  no  architect, 
compliance  with  the  HUD-approved 
contract  plans  and  specifications  shall 
be  determined  by  the  Commissioner. 

(3)  Advances  may  be  made  only  for 
components  stored  off-site  in  a  quanti¬ 
ty  required  to  permit  uninterrupted 
installation  at  the  site,  but  in  no  event 
may  advances  be  made  for  components 
which  are  put  into  storage  more  than 
six  months  in  advance  of  the  time 
they  are  scheduled  for  incorporation 
into  the  project  structure. 

(4)  At  no  time  shall  the  aggregate 
cost  of  building  components  being 
stored  off-site,  for  which  advances 
have  been  insured,  represent  more 
than  25  percent  of  the  total  estimated 
construction  costs  for  the  insured 
mortgaged  project  as  specified  in  the 
construction  contract. 

(5)  No  single  advance  which  is  to  be 
insured  shall  be  in  an  amount  less 
than  ten  thousand  ($10,000)  dollars. 

(6)  Insurance  of  advances  for  compo¬ 
nents  stored  off-site  may  be  author¬ 
ized  only  when  the  total  cost  of  devel¬ 
opment,  including  use  of  the  off-site 
storage  procedure  and  costs  appurte¬ 
nant  to  that  procedure,  do  not  exceed 
total  development  cost  under  conven¬ 
tional  construction  procedures  as  de¬ 
termined  by  the  Commissioner. 

•  *  *  *  • 
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PART  24 1  — SUPPLEMENT  ARY  FI¬ 

NANCING  FOR  INSURED  PROJECT 

MORTGAGES 

Subpart  A — Eligibility  Requirement* 

10.  The  Table  of  Contents  is  amend¬ 
ed  to  include  a  new  section  numbered 
241.41  to  read  as  follows: 

241.41  Insured  advances  for  building 
components  stored  off -site. 

11.  The  following  new  section  is 
added  and  designated  as  241.41. 

$  241.41  Insured  advances  for  building 
components  stored  off-site. 

(a)  Building  components.  In  insured 
advances  for  building  components 
stored  off-site,  the  term  building  com¬ 
ponent  shall  mean  any  manufactured 
or  pre-assembled  part  of  a  structure 
which  the  Commissioner  has  specifi¬ 
cally  identified  for  incorporation  into 
the  property  and  has  designated  for 
off-site  storage  because  it  is  of  such 
size  or  weight  that  (1)  storage  of  the 
number  of  components  required  for 
timely  construction  progress  at  the 
construction  site  is  impractical,  or  (2) 
weather  damage  or  other  adverse  con¬ 
ditions  prevailing  at  the  construction 
site  would  make  storage  at  the  site  im¬ 
practical  or  unduly  costly. 

(b)  Storage.  (1)  An  insured  advance 
may  be  made  for  up  to  90  percent  of 
the  aggregate  cost  of  a  building  com¬ 
ponent  stored  off-site  if  the  compo¬ 
nent  is  stored  at  a  location  approved 
by  the  mortgagee  and  the  Commis¬ 
sioner  which  is  either:  (i)  Under  the 
control  of  a  bonded  warehouseman  at 
the  factory  production  site;  or  (ii) 
under  the  control  of  a  bonded  ware¬ 
houseman  at  some  site  other  than  the 
factory  production  site.  Aggregate  cost 
may  include  storage  cost,  insurance 
while  in  storage,  and  freight  to  the 
construction  site.  A  bonded  ware¬ 
houseman  is  a  person  engaged  in  the 
business  of  storing  goods  on  premises 
provided  by  him  or  some  other  person. 
In  either  situation,  the  bonded  ware¬ 
houseman,  before  any  building  compo¬ 
nents  can  be  delivered  to  the  ware¬ 
house,  must  provide  a  bond  to  the 
mortgagor  and  mortgagee  covering 
them  against  loss  occurring  while  the 
building  components  are  under  the 
control  of  the  warehouseman. 

(2)  Each  building  component  shall 
be  adequately  marked  so  as  to  be  read¬ 
ily  identifiable  in  the  inventory  of  the 
off-site  location.  It  shall  be  kept  to¬ 
gether  with  all  other  building  compo¬ 
nents  of  the  same  manufacturer  in¬ 
tended  for  use  in  the  same  project  for 
which  insured  advances  have  been 
made  and  separate  and  apart  from 
similar  units  not  for  use  in  the  project. 

(3)  Storage  costs,  if  any,  shall  be 
borne  by  the  contractor. 
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(c)  Responsibility  for  transportation, 
storage  and  insurance  of  off-site  build¬ 
ing  componentsAl)  The  general  con¬ 
tractor  will  enter  into  an  agreement 
with  the  manufacturer  of  the  building 
component  which  shall  provide  that 
the  manufacturer  shall  be  responsible 
for  the  delivery  of  the  components  to 
their  predetermined  storage  site  in 
accord  with  an  approved  delivery 
schedule  and  shall  agree  to:  (i)  Prepay 
freight  charges  from  the  production 
site  to  the  storage  site;  (ii)  insure  the 
components  during  shipping  to  the 
storage  site;  (iii)  deliver  the  compo¬ 
nents  to  the  carrier  properly  packed 
for  shipment;  and  (iv)  prepare  and  de¬ 
liver  itemized  invoices,  shipping  docu¬ 
ments,  warehouse  receipts  and  bills  of 
sale  for  the  components  to  the  mort¬ 
gagor. 

(2)  The  general  contractor  of  the  in¬ 
sured  mortgaged  project  shall  have 
the  responsibility  for  Ci)  insuring  the 
components  in  the  name  of  the  mort¬ 
gagor  while  in  storage;  (ii)  delivering, 
or  contracting  for  the  delivery  of  the 
components  to  the  construction  site, 
including  payment  of  freight. 

(d)  Advances.  (1)  Before  an  advance 
for  a  building  component  stored  off¬ 
site  is  insured:  (i)  The  mortgagor  shall 
(A)  obtain  a  bill  of  sale  for  the  compo¬ 
nent,  (B)  give  the  mortgagee  a  security 
agreement,  and  (C)  file  a  financing 
statement  in  accordance  with  the  Uni¬ 
form  Commercial  Code,  and  (ii)  the 
mortgagee  shall  warrant  to  the  Com¬ 
missioner  that  the  security  instru¬ 
ments  are  a  first  lien  on  the  building 
components  covered  by  the  instru¬ 
ments  except  for  such  other  liens  or 
encumbrances  as  may  be  approved  by 
the  Commissioner. 

(2)  Before  each  advance  for  building 
components  stored  off-site  is  insured, 
the  mortgagor’s  architect  shall  certify 
to  the  Commissioner  that  the  compo¬ 
nents,  in  their  intended  use,  comply 
with  HUD-approved  contract  plans 
and  specifications.  Under  those  cir¬ 
cumstances  permitted  by  the  Commis¬ 
sioner  in  which  there  is  no  architect, 
compliance  with  the  HUD-approved 
contract  plans  and  specifications  shall 
be  determined  by  the  Commissioner. 

(3)  Advances  may  be  made  only  for 
components  stored  off-site  in  a  quanti¬ 
ty  required  to  permit  uninterrupted 
installation  at  the  site,  but  in  no  event 
may  advances  be  made  for  components 
which  are  put  into  storage  more  than 
six  months  in  advance  of  the  time 
they  are  scheduled  for  incorporation 
into  the  project  structure. 

(4)  At  no  time  shall  the  aggregate 
cost  of  building  components  being 
stored  off-site,  for  which  advances 
have  been  insured,  represent  more 
than  25  percent  of  the  total  estimated 
construction  costs  for  the  insured 
mortgaged  project  as  specified  in  the 
constuction  contract. 


(5)  No  single  advance  which  is  to  be 
insured  shall  be  in  an  amount  less 
than  ten  thousand  ($10,000)  dollars. 

(6)  Insurance  of  advances  for  compo¬ 
nents  stored  off-site  may  be  author¬ 
ized  only  when  the  total  cost  of  devel¬ 
opment,  including  use  of  the  off-site 
storage  procedure  and  costs  appurte¬ 
nant  to  that  procedure,  do  not  exceed 
total  development  cost  under  conven¬ 
tional  construction  procedures  as  de¬ 
termined  by  the  Commissioner. 

•  •  •  •  • 


PART  242— MORTGAGE  INSURANCE 
FOR  HOSPITALS 

Subpart  A — Eligibility  Requirements 

12.  The  Table  of  Contents  is  amend¬ 
ed  to  include  a  new  section  numbered 
242.54  to  read  as  follows: 

§  242.54  Insured  advances  for  building 
components  stored  off  site. 

13.  The  following  new  section  is 
added  and  designated  as  242.54. 

§  242.54  Insured  advances  for  building 
components  stored  off-site. 

(a)  Building  components.  In  insured 
advances  for  building  components 
stored  off-site,  the  term  building  com¬ 
ponent  shall  mean  any  manufactured 
or  pre-assembled  part  of  a  structure 
which  the  Commissioner  has  specifi¬ 
cally  identified  for  incorporation  into 
the  property  and  has  designated  for 
off-site  storage  because  it  is  of  such 
size  or  weight  that  (1)  storage  of  the 
number  of  components  required  for 
timely  construction  progress  at  the 
construction  site  is  impractical,  or  (2) 
weather  damage  or  other  adverse  con¬ 
ditions  prevailing  at  the  construction 
site  would  make  storage  at  the  site  im¬ 
practical  or  unduly  costly. 

(b)  Storage.  (1)  An  insured  advance 
may  be  made  for  up  to  90  percent  of 
the  aggregate  cost  of  a  building  com¬ 
ponent  stored  off-site  if  the  compo¬ 
nent  is  stored  at  a  location  approved 
by  the  mortgagee  and  the  Commis¬ 
sioner  which  is  either:  (i)  Under  the 
control  of  a  bonded  warehouseman  at 
the  factory  production  site;  or  (ii) 
under  the  control  of  a  bonded  ware¬ 
houseman  at  some  site  other  than' the 
factory  production  site.  Aggregate  cost 
may  include  storage  cost,  insurance 
while  in  storage,  and  freight  to  the 
construction  site.  A  bonded  ware¬ 
houseman  is  a  person  engaged  in  the 
business  of  storing  goods  on  premises 
provided  by  him  or  some  other  person. 
In  either  situation,  the  bonded  ware¬ 
houseman,  before  any  building  compo¬ 
nents  can  be  delivered  to  the  ware¬ 
house,  must  provide  a  bond  to  the 
mortgagor  and  mortgagee  covering 
them  against  loss  occurring  while  the 
building  components  are  under  the 
control  of  the  warehouseman. 


(2)  Each  building  component  shall 
be  adequately  marked  so  as  to  be  read¬ 
ily  identifiable  in  the  inventory  of  the 
off-site  location.  It  shall  be  kept  to¬ 
gether  with  all  other  building  compo¬ 
nents  of  the  same  manufacturer  in¬ 
tended  for  use  in  the  same  project  for 
which  insured  advances  have  been 
made  and  separate  and  apart  from 
similar  units  not  for  use  in  the  project. 

(3)  Storage  costs,  if  any,  shall  be 
borne  by  the  contractor. 

(c)  Responsibility  for  transportation, 
storage  and  insurance  of  off-site  build¬ 
ing  components.  (1)  The  general  con¬ 
tractor  will  enter  into  an  agreement 
with  the  manufacturer  of  the  building 
component  which  shall  provide  that 
the  manufacturer  shall  be  responsible 
for  the  delivery  of  the  components  to 
the  predetermined  storage  site  in 
accord  with  an  approved  delivery 
schedule  and  shall  agree  to:  (i)  Prepay 
freight  charges  from  the  production 
site  to  the  storage  site;  (ii)  insure  the 
components  during  shipping  to  the 
storage  site;  (iii)  deliver  the  compo¬ 
nents  to  the  carrier  properly  packed 
for  shipment;  and  (iv)  prepare  and  de¬ 
liver  itemized  invoices,  shipping  docu¬ 
ments,  warehouse  receipts  and  bills  of 
sale  for  the  components  to  the  mort¬ 
gagor.  (2)  The  general  contractor  of 
the  insured  mortgaged  project  shall 
have  the  responsibility  for  (i)  insuring 
the  components  in  the  name  of  the 
mortgagor  while  in  storage;  (ii)  deli¬ 
vering,  or  contracting  for  the  delivery 
of  the  components  to  the  construction 
site,  including  payment  of  freight. 

(d)  Advances.  Before  an  advance  for 
a  building  component  stored  off-site  is 
insured:  (i)  The  mortgagor  shall  (A) 
obtain  a  bill  of  sale  for  the  component, 
(B)  give  the  mortgagee  a  security 
agreement,  and  (C)  file  a  financing 
statement  in  accordance  with  the  Uni¬ 
form  Commercial  Code,  and  (ii)  the 
mortgagee  shall  warrant  to  the  Com¬ 
missioner  that  the  security  instru¬ 
ments  are  a  first  lien  on  the  building 
components  covered  by  the  instru¬ 
ments  except  for  such  other  liens  or 
encumbrances  as  may  be  approved  by 
the  Commissioner. 

(2)  Before  each  advance  for  building 
components  stored  off-site  is  insured, 
the  mortgagor’s  architect  shall  certify 
to  the  Commissioner  that  the  compo¬ 
nents,  in  their  intended  use,  comply 
with  HUD-approved  contract  plans 
and  specifications.  Under  those  cir¬ 
cumstances  permitted  by  the  Commis¬ 
sioner  in  which  there  is  no  architect, 
compliance  with  the  HUD-approved 
contract  plans  and  specifications  shall 
be  determined  by  the  Commissioner. 

(3)  Advances  may  be  made  only  for 
components  stored  off-site  in  a  quanti¬ 
ty  required  to  permit  uninterrupted 
installation  at  the  site,  but  in  no  event 
may  advances  be  made  for  components 
which  are  put  into  storage  more  than 
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six  months  in  advance  of  the  time 
they  are  scheduled  for  incorporation 
into  the  project  structure. 

(4)  At  no  time  shall  the  aggregate 
cost  of  building  components  being 
stored  off-site,  for  which  advances 
have  been  insured,  represent  more 
than  25  percent  of  the  total  estimated 
construction  costs  for  the  insured 
mortgaged  project  as  specified  in  the 
construction  contract. 

(5)  No  single  advance  which  is  to  be 
insured  shall  be  in  an  amount  less 
than  ten  thousand  ($10,000)  dollars. 

(6)  Insurance  of  advances  for  compo¬ 
nents  stored  off-site  may  be  author¬ 
ized  only  when  the  total  cost  of  devel¬ 
opment,  including  use  of  the  off-site 
storage  procedure  and  costs  appurte¬ 
nant  to  that  procedure,  do  not  exceed 
total  development  cost  under  conven¬ 
tional  construction  procedures  as  de¬ 
termined  by  the  Commissioner. 


PART  244 — MORTGAGE  INSURANCE 

FOR  GROUP  PRACTICE  FACILITIES 

(TITLE  X!) 

Subpart  A — Eligibility  Requirements 

14.  The  Table  of  Contents  is  amend¬ 
ed  to  include  a  new  section  numbered 
244.68  to  read  as  follows: 

244.68  Insured  advances  for  building  com¬ 
ponents  stored  off-site. 

15.  The  following  new  section  is 
added  and  designated  as  §  244.68. 

§  244.68  Insured  advances  for  building 
components  stored  off-site. 

(a)  Building  components.  In  insured 
advances  for  building  components 
stored  off-site,  the  term  building  com¬ 
ponent  shall  mean  any  manufactured 
or  pre-assembled  part  of  a  structure 
which  the  Commissioner  has  specifi¬ 
cally  identified  for  incorporation  into 
the  property  and  has  designated  for 
off-site  storage  because  it  is  of  such 
size  or  weight  that  (1)  storage  of  the 
number  of  components  required  for 
timely  construction  progress  at  the 
construction  site  is  impractical,  or  (2) 
weather  damage  or  other  adverse  con¬ 
ditions  prevailing  at  the  construction 
site  would  make  storage  at  the  site  im¬ 
practical  or  unduly  costly. 

(b)  Storage.  (1)  An  insured  advance 
may  be  made  for  up  to  90  percent  of 
the  aggregate  cost  of  a  building  com¬ 
ponent  stored  off-site  if  the  compo¬ 
nent  is  stored  at  a  location  approved 


by  the  mortgagee  and  the  Commis¬ 
sioner  which  is  either:  (i)  Under  the 
control  of  a  bonded  warehouseman  at 
the  factory  production  site;  or  (ii) 
under  the  control  of  a  bonded  ware¬ 
houseman  at  some  site  other  than  the 
factory  production  site.  Aggregate  cost 
may  include  any  storage  cost,  insur¬ 
ance  while  in  storage,  and  freight  to 
the  construction  site.  A  bonded  ware¬ 
houseman  is  a  person  engaged  in  the 
business  of  storing  goods  on  premises 
provided  by  him  or  some  other  person. 
In  either  situation,  the  bonded  ware¬ 
houseman,  before  any  building  compo¬ 
nents  can  be  delivered  to  the  ware¬ 
house,  must  provide  a  bond  to  the 
mortgagor  and  mortgagee  covering 
them  against  loss  occurring  while  the 
building  components  are  under  the 
control  of  the  warehouseman. 

(2)  Each  building  component  shall 
be  adequately  marked  so  as  to  be  read¬ 
ily  identifiable  in  the  inventory  of  the 
off-site  location.  It  shall  be  kept  to¬ 
gether  with  all  other  building  compo¬ 
nents  of  the  same  manufacturer  in¬ 
tended  for  use  in  the  same  project  for 
which  insured  advances  have  been 
made  and  separate  and  apart  from 
similar  units  not  for  use  in  the  project. 

(3)  Storage  costs,  if  any,  shall  be 
borne  by  the  contractor. 

(c)  Responsibility  for  transportation, 
storage  and  insurance  of  off-site  build¬ 
ing  components.  (1)  The  general  con¬ 
tractor  will  enter  into  an  agreement 
with  the  manufacturer  of  the  building 
component  which  shall  provide  that 
the  manufacturer  shall  be  responsible 
for  the  delivery  of  the  components  to 
the  predetermined  storage  site  in 
accord  with  an  approved  delivery 
schedule  and  shall  agree  to:  (i)  Prepay 
freight  charges  from  the  production 
site  to  the  storage  site;  (ii)  insure  the 
components  during  shipping  to  the 
storage  site;  (iii)  deliver  the  compo¬ 
nents  to  the  carrier  properly  packed 
for  shipment;  and  (iv)  prepare  and  de¬ 
liver  itemized  invoices,  shipping  docu¬ 
ments,  warehouse  receipts  and  bills  of 
sale  for  the  components  to  the  mort¬ 
gagor.  (2)  The  general  contractor  of 
the  insured  mortgaged  project  shall 
have  the  responsibility  for  (i)  insuring 
the  components  in  the  name  of  the 
mortgagor  while  in  storage;  (ii)  deli¬ 
vering,  or  contracting  for  the  delivery 
of  the  components  to  the  construction 
site,  including  payment  of  freight. 

(d)  Advances.  (1)  Before  an  advance 
for  a  building  component  stored  off¬ 


site  is  insured:  (i)  The  mortgagor  shall 
(A)  obtain  a  bill  of  sale  for  the  compo¬ 
nent,  (B)  give  the  morgagee  a  security 
agreement,  and  (C)  file  a  financing 
statement  in  accordance  with  the  Uni¬ 
form  Commercial  Code,  and  (ii)  the 
mortgagee  shall  warrant  to  the  Com¬ 
missioner  that  the  security  instru¬ 
ments  are  a  first  lien  on  the  building 
components  covered  by  the  instru¬ 
ments  except  for  such  other  liens  or 
encumbrances  as  may  be  approved  by 
the  Commissioner. 

(2)  Before  each  advance  for  building 
components  stored  off -site  is  insured, 
the  mortgagor’s  architect  shall  certify 
to  the  Commissioner  that  the  compo¬ 
nents,  in  their  intended  use,  comply 
with  HUD-approved  contract  plans 
and  specifications.  Under  those  cir¬ 
cumstances  permitted  by  the  Commis¬ 
sioner  in  which  there  is  no  architect, 
compliance  with  the  HUD-approved 
contract  plans  and  specifications  shall 
be  determined  by  the  Commissioner. 

(3)  Advances  may  be  made  only  for 
components  stored  off-site  in  a  quanti¬ 
ty  required  to  permit  uninterrupted 
installation  at  the  site,  but  in  no  event 
may  advances  by  made  for  compo¬ 
nents  which  are  put  into  storage  more 
than  six  months  in  advance  of  the 
time  they  are  scheduled  for  incorpora¬ 
tion  into  the  project  structure. 

(4)  At  no  time  shall  the  aggregate 
cost  of  building  components  being 
stored  off-site,  for  which  advances 
have  been  insured,  represent  more 
than  25  percent  of  the  total  estimated 
construction  costs  for  the  insured 
mortgaged  project  as  specified  in  the 
construction  contract. 

(5)  No  single  advance  which  is  to  be 
insured  shall  be  in  an  amount  less 
than  ten  thousand  ($10,000)  dollars. 

(6)  Insurance  of  advances  for  compo¬ 
nents  stored  off-site  may  be  author¬ 
ized  only  when  the  total  cost  of  devel¬ 
opment,  including  use  of  the  off-site 
storage  procedure  and  costs  appurte¬ 
nant  to  that  procedure,  do  not  exceed 
total  development  cost  under  conven¬ 
tional  construction  procedures  as  de¬ 
termined  by  the  Commissioner. 

(Section  7(d),  Department  of  Housing  and 
Urban  Development  Act;  42  U.S.C.  3535(d)). 

Issued  in  Washington,  D.C.  on  De¬ 
cember  6,  1978. 

Lawrence  B.  Simons, 
Assistant  Secretary  for  Housing- 
Federal  Housing  Commissioner. 

[FR  Doc.  79-4288  Filed  2-7-79;  8:45  ami 
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